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== Why are we doing this report? 


e TikTok Shop has demonstrated impressive growth 
GMV (in USS B) 


[n] Southeast Asia 


Other markets 


TikTok Shop has expanded into 9 markets as of 2023 


"209257? 


TikTok Shop is joined by other Chinese-owned ecommerce platforms (Temu, SHEIN, 
AliExpress etc.) to reshape global ecommerce 


SHEIN So: L 


© Momentum Works 


MN 


In this report, we decode: 


Why is TikTok betting so heavily 
on ecommerce ? 


What is TikTok’s strategic focus 
in ecommerce ? 


What are the key differences 
between TikTok Shop and other 
marketplaces? 


What product categories sell well 
on TikTok? 


Would North American 
consumers watch videos and buy 
things on TikTok? 


How can TikTok build its 
ecosystem? 


1. Introduction 
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zw TikTok Shop - the social platform's push into ecommerce MN 


TikTok Shop global GMV (in US$ B) 


W Southeast Asia WI Other markets In 2022, TikTok’s Monthly Active Users (MAU) globally 

20.0 exceeded 1 billion. How to monetise its user base, as well as 
the billions of hours spent on the platform, has become a key 
priority for TikTok, and its parent ByteDance. 


Unlike other social & content platforms including Meta 
(Facebook), ByteDance seems to be very determined to 
pursue ecommerce as a key monetisation pillar, globally. 


Following the growth in Indonesia (and trial in the UK), TikTok 
Shop expanded into 7 more countries: TH, VN, MY, PH, SG, US 
and KSA, with Southeast Asia contributing most of the GMV. It 
targets to triple its Southeast Asia GMV to $15B in 2023. 


0.9 


2021 2022 2025 target 


TikTok Shop's ze p)" up, E 
e^ SS — ASO 


: Shop here in Indonesia ... we are going to invest billions of dollars in 


wp up. - Indonesia and Southeast Asia over the next few years." l 
Qm t — Shou Zi Chew, TikTok CEO : 


Source: Industry interviews; Momentum Works insights 
© Momentum Works 


zx TikTok's venture into ecommerce is nascent but burgeoning Mal] 


| OPENING SALE | 


780% 


2000+ items Limited FiashSale 


a) $ a Launched marketplace Launched consignment model Rumoured to be 


Partnership with h : i : e 
Started monetising Shopify on o TikTok Shop TikTok Shop model "Shopping in KSA and in UK(knownas obtaining payment 


through display ads edu dai US launched in UK launched in SG Centre" in ID "Trendy Beat" in UK) license in ID 


2017 2019 2020 


TikTok launched Launched feature to allow = e = © 
in 2017 embedding of product = SEET 
- inks i f ia: : rtnered wi 
Fo ou links into videos and bio; TikTok Shop | Ni ure MM 
which directs users to launched in ID TikTok Shop k 
external sites j began BNPL services 
TikTok Shop testing in US Launched 
launched in TH, “Shoppi tre” 
E Pandaloon Costumes VN. MY. PH in me pedis 
-— Trialphase — : -— Launched full fledged marketplace, expansion of ecommerce capabilities e— 


1. TikTok Shops initial offerings include the yellow shopping cart which allow users to directly purchase products through TikTok as well as product catalogues found within business profiles 
Source: Momentum Works Insights 7 
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On the ground in Southeast Asia, TikTok has inspired a live commerce gold rush 
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TikTok holding multiple seller onboarding 
events for its consignment model targeting 
the Middle East market 


Ecommerce enablers and MCNs renting houses 
with multiple rooms as live streaming centres 
across Southeast Asia 


Source: Industry interviews; Momentum Works insights 
© Momentum Works 
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TikTok Shoppertainment Summit 2023 in Jakarta, 


Indonesia where TikTok explored content & commerce 
opportunities, and pledged investment commitments 


IT'S NOT MAGIC, 
IT'S SCIENCE. 


L'Oreal has built 14 live streaming studios inside its 
Jakarta office 


MN 


Manufacturers, sellers, importers and distributors, 
many of whom are of Chinese origin, have been 
joining the gold rush, profiting from the low cost of 
customer acquisition and various platform 
subsidies for the early stage. 


Agencies, including self-styled Multi-Channel 
Networks (MCNs)(see page 34 for more information), 

have acquired arrays of sites and hired dozens if not 
hundreds of hosts to livestream. 


Most TikTok sellers and agencies we spoke to admit 
that no one has yet found a formula to 
systematically improve the results, as some had 
achieved on Douyin in China. 


They, however, emphasise that they could not afford 
to waste the time window before TikTok raises 
acquisition costs and withdraws most of the 
subsidies. 


Therefore, volume and brute force are the rules of 
the game, for now. This might not last long. 


=== TikTok has demonstrated impressive growth in SEA, its largest market 


GMV estimated here includes all 


° e id orders, includi lled, 
GMV of key ecommerce platforms in SEA (in US$ B) E E 
E m mER a 


5 
j 47.9 


42.5 


30 


2020 2021 2022 


Source: Industry interviews; Momentum Works estimates 
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In less than 3 years, TikTok Shop managed 
to establish itself as a meaningful 
ecommerce platform in Southeast Asia. 
TikTok Shops target to triple its GMV in 
2023 will put it on par with Lazada and 
Tokopedia, which have been around for 
more than a decade. 


Its ascent seems chaotic, with doubts 
from the ecosystem and even some key 
(internal and external) stakeholders. 
Nonetheless, thus far the leadership has 
been determined, and organisation has 
been adaptable, in this pursuit of 
ecommerce. 


For more on ecommerce in Southeast Asia: 


p Ecommerce in Southeast Asia 
-areport by Momentum Works 


== TikTok Shop is trying to close the gap with leading platforms Shopee & Lazada Mal] 


2022, Ecommerce gross "- 
5.3 4.4 2.2 0.5 0.4 0.4 


Vietnam | $9.0B 


Total size: US$ 99.5 B nad USS B a M ‘os 
^ 

-— na "in major markets in Southeast Asia For the whole year af 2022, 

8 d 496 8 60% | Moti A remains low single digits in all 


However, it is important to note that in most of these markets, 


d 6 TikTok Shop started from zero at the beginning of the year - 
Singapore 


Malaysia [ $8.78 and in Indonesia, it already achieved $10 million daily GMV by 


[5] Indonesia the end of 2022. 
o 17% The growth continued in 2023, with recent indications that in 


multiple markets TikTok Shop GMV run rate for 2023 is 


5 NUM 35% 
À Los approaching that of Lazada. 


TA 10% 
o . . 
For more on ecommerce in Southeast Asia: 


Ecommerce in Southeast Asia 
-areport by Momentum Works 


1. The 2022 GMV estimation by Momentum Works combines on-the-ground sources including the platforms, merchants / brands, logistics players, enablers and other stakeholders. This estimate covers only transactions on Shopee, 
Lazada, Tokopedia, Bukalapak, TikTok Shop, Blibli (excludes lifestyle and travel), Tlki, Amazon Sg and Sendo. GMV includes all the orders where payment is made, including cancelled, returned and refunded orders. 

Source: Industry interviews; Momentum Works estimates 10 
© Momentum Works 


== Is TikTok Shop a threat to incumbent marketplaces? 


SEA ecommerce market share by GMV 


2022 2023E 


Source: Industry interviews; Momentum Works estimates 


© Momentum Works 


TikTok Shop 


Others: 
Amazon, Tiki, Blibli, 
Sendo, Bukalapak 


EM Tokopedia 


tokopedia 


Lazada 


Shopee 
Shopee 


Is TikTok Shop a threat to incumbent ecommerce 
marketplaces, including Shopee & Lazada in Southeast 
Asia, as well as Amazon in the US and Middle East? 


We think the answer is yes - while TikTok Shop now still 
has a small base, and its organisation can be chaotic, 
the company has proven to be committed, and fast 
adapting. In addition to videos and live, it has also been 
adding capabilities (e.g. "Shop" tab marketplace, 
payment in Indonesia etc.) to narrow the gap with 
traditional marketplaces. 


The threat, or competitive pressure, is dynamic and can 
be evolving fast. Even if TikTok Shop might not make it 
after all, incumbents could ill afford to be complacent. 
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TikTok Shop has a more complex ecosystem compared to traditional marketplaces 


Direct engagement, commission 


TikTok 
Shop 
Creator 
toolkit, Content 
revenue 
Matching 
Creators Content of brands 


| s 


Direct engagement, 
payment for service 


—————— 
I — — 


Services (eg: 
marketing, live stream) 


Enablers & Multi Channel Networks (MCNs) 


Collaboration, 
management 
Payment 


GO er. mastercard 
EUM 
e) 


a i 
SPONGO 3 BROWN Q xpress 


Work with TikTok to offer various services to sellers, 
manufacturers, brands for them to sell more effectively through 


TikTok Shop. Some also assist/manage creators on TikTok 


GaCommerce SHOPLINE 


C Jet Commerce 


Content handling parties like the Creators and MCNs contribute significantly to TikTok Shop. 
This is in addition to the ecommerce enablers that traditional marketplaces also rely on. 


Note: Illustrative and non-exhaustive examples Source: TikTok Shop Partner Centre; Momentum Works Insights 
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=a The creation of viral products (4X) is crucial in generating sales on TikTok MN 


> What are viral products (Rk) ? 


TikTok is a breeding ground for the creation of viral products (R3K). These 
products usually become extremely popular and highly sought after by 
consumers within a short period of time, which in turn generates explosive 
sales for the sellers. 


A winning formula on TikTok Shop: 
> How does TikTok help in creating viral products (Rex) ? 


. TikTok continuously triggers consumers’ interest through personalised 

i content matching, with functions in place (such as commenting, reposting and 
tagging and algorithm push) that make the content highly interactive and easily 
disseminated to the masses. 


It not only stimulates users’ shopping desire but also concentrates massive 
amounts of traffic into particular products, eventually leading to the creation of 
‘ viral products. 


Explosive /Viral/ Popular Products 


> Importance of creating viral products (RR) ? 


Having viral product(s) can help boost the popularity of the store, which causes 
the TikTok algorithm to distribute more consumer traffic to any content or 
products put up by the store. This in turn could potentially increase the 
engagement and sales of other products promoted by the same store. 


Note: Viral products (4%) is not a strategy unique to TikTok. It is also used by many ecommerce platforms in China (Taobao, Pinduoduo etc) but Douyin/TikTok made this strategy popular. 
Source: Industry interviews; Momentum Works insights 13 
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Most top viral products (fik) on TikTok shop came from beauty & personal care 


Best selling viral products globally by GMV in H1 2023 


SKINTIFIC | 8.855... 


URDER v ^ æ z 
MILLIONAIRE ! 


$ Cryptic Killers game 
GMV: $ 5.1M 
Sales volume : > 190,000 


e Skintific 5 pcs skincare set 
GMV: $ 6M 
Sales: » 200,000 


$ Nature Spell Rosemary hair oil 
GMV: $ 4.6M 
Sales volume: > 200,000 


sduAid 


BUNDLE 6 IN 1 
GRATIS KULKAS SKINCARE 


a BodyAid whitening toothpaste 
GMV: $ 4.3M 
Sales volume: > 310,000 


e The Originote 6in1 skincare kit 
GMV: $ 4.2M 
Sales volume: > 360,000 


Note: The flag represents the country in which the product is sold from 
Source: FastData; Momentum Works Insights 
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The top viral products are almost 
always in the beauty and personal 
care category, especially in Southeast 
Asia. 


The reasons why certain categories 
(such as Beauty and Personal Care) are 
better suited for TikTik Shop than 
others (like FMCG & electronics) would 
be covered in a later section (see 
pages 37-38) 


Hot Start? 


When TikTok Shop first started in 2020 in 


Indonesia - the top selling categories 
were FMCG (e.g. Indomee) and 
electronics (i.e. from JD.ID). 


MN 
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== Viral products (J&5X) could help raise overall AOV on TikTok Shop MA 


Retail price of the top 


GMV composition (Apr 2023) esses viral product from the 
P country! (US$) (Jun 2023) 


9 SKINTIFIC | 8.825... 
42% e ID ( 5 ( 32 ) — es W Uh Skintific 5 pes skincare set 


Using Indonesia's case as an example, the brand/store behind this viral product is very big on TikTok 
Shop and often provides good value bundles and heavy discounts to entice consumers to buy their 
products. 


Moreover, having products that go viral on TikTok further helps increase consumers’ desire for the 
products, thereby translating into higher sales and higher AOV. 


1. Based on the top best selling viral products globally by GMV in H1 2023 Source: Tabcut; FastData: Momentum Works Insights 15 
© Momentum Works 
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Why is TikTok on ecommerce? Pg. 18 - 22 


in ecommerce? Pg. 23 -27 


What is TikToks 


What are the between TikTok Shop and other marketplaces? Pg. 28 - 59 


Pg. 36 - 38 


What on TikTok? 


Pg. 29 - 45 


Would consumers ? 


How can TikTok ? Pg. 46 - 48 
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1. Why is TikTok betting so heavily on 


ecommerce? 


zw TikTok has a lot of users and users spend a lot of time on it 


Amongst social apps, TikTok has the longest avg. time spent 


Avg. time spent per user per day (hr) 


Popular amongst young audience 
(73% of users < 35 years old) 


Uig T B 


d TikTok Œ YouTube facebook 


1. Data from data.ai, based on Android users, between 1 Oct and 31 Dec 2022 
Source: Data.ai; Industry interviews; Momentum Works insights 
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As a social and content platform, TikTok is 
undoubtedly very successful. It has surpassed 
1billion Monthly Active Users globally, and its users 
spend more time on the platform than Facebook. 


With such user numbers and time spent, the next 
priority is how to monetise this massive user traffic. 
Evidently, global tech / social platforms like Meta and 
Tencent have shown various paths to monetisation, 
including advertising, ecommerce / local services 
and gaming. 


It comes down to which approach carries better 
long-term prospects in terms of growth and margin, 
as well as the synergies with the core use case (for 
both conversion and user stickiness). 


...but it has not been able to monetise as effectively as Facebook in advertising 


TikTok's ads conversion rate lags behind Facebook's! 


Ads conversion rate (9. ' 


Up to 9.2% 


facebook dt TikTok 


Ads as % of . E 


As platforms with massive traffic, advertising is 
the key pillar of monetisation for both Meta 
(Facebook) and ByteDance (TikTok), contributing 
9876 and 7576 to their respective group revenue. 


However, TikTok's advertising conversion rate! 
lags behind Facebook («275 vs. Facebook's >9% in 
general), which experts often attribute to its 
younger user base and full-screen video format 
that makes TikTok less ideal for conversion. 


Clearly, TikTok’s decision to diversify from 
advertising into another key monetisation driver 
is both strategic and necessary. 


1. % of individuals who take a desired action (e.g.: make purchases, do phone calls, send messages) out of the total number of individuals who click on the ad. 2. Revenue from ads as a % of total revenue of Meta / Bytedance 


Source: Meta, Bytedance disclosure; industry interviews; Momentum Works insights 
© Momentum Works 
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zm TikTok's sister company Douyin in China has made ecommerce work MN 


Douyin ecommerce took just 3 years to reach $100B GMV 


GMV (US$ B) 


Tmall 
[) a 


600 È 
35) Taobao 
t3 JD.com 
400 2 Pinduoduo 
deno 
Vv Douyin 
200 
$ 114B 
wv 


2016 2017 2018 2019 2020 2021 2022 


AA 
VV 


Source: Industry interviews; Momentum Works insights 


© Momentum Works 


TikTok's equivalent Douyin, which targets the domestic 
market in China, has shown that monetisation through 
ecommerce can work. 


Since launching ecommerce in 2018, Douyin has grown 
its GMV and market share rapidly. By 2022, its annual 
GMV already surpassed $200 billion, or almost 40% of 
Taobao, Alibaba-owned long standing ecommerce 
champion in China. 


Whilst no exact performance of Douyin is published, 
multiple data points we have verified seem to suggest 
that it has a higher take rate compared to Taobao, 
Tmall and Pinduoduo. 


If TikTok can also prove that it can help manufacturers, 
brands and sellers directly convert user attention into 
sales, it will potentially unlock hundreds of billions of 
dollars of value (and take a good cut). 


2] 


Why is TikTok betting so heavily on ecommerce? 


"If TikTok can also prove that it can 
help manufacturers, brands and sellers 
directly convert user attention into sales, 
it will potentially unlock hundreds of billions 
of dollars of value (and take a good cut)." 
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2. What is TikTok's strategic focus in 


ecommerce? 


zm 2 key priorities for TikTok Shop: scale and conversion 


© Growing ecommerce scale 


Ou 


* High consumption power 
| English-speaking and proximity to other 
£ European countries 
e Test ground for potential expansion into 


other English-speaking countries or into: 


Europe 


Competitors: amazon ebay (E) 


| Largest TikTok user base 


| High consumption power 


£ Political pressure from US government: 

£ Allowing small US businesses to make 
money out of TikTok could help alleviate 
tensions 


For TikTok’s ecommerce ambitions at this stage, the important metrics are undoubtedly scale and conversion. Monetisation or take rate 
is more of a cost lever (i.e. to regulate how much investment is acceptable) in the short term before meaningful scale is achieved. 


Source: Industry interviews; Momentum Works insights 
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KSA 
$ Affluent consumer base 
i Heavy reliance onimported goods: 


: Mature cross-border infrastructure — - 


Competitors: AMAZON AiExpress oe 


User 
enters 
TikTok 


: parent company is located): 

o Test ground for Chinese 
ecommerce initiatives in 
overseas markets 


Competitors: [J Shopee Ql Lazada tokopedia 
AMAZON and maybe even G 


TikTok Shop entry point 1: Short videos/ live 


> <a 
User engages with 
video creator/ live 
stream hosts 
(via comment section, 
O&A etc.) 


Ability to directly 
checkout on 
video/live stream 


TikTok Shop entry point 2: "Shop" tab (marketplace) 


map [Added 
in 2022 


User explores "Shop" tab product 
offerings (search function, browse 
through homepage, read product reviews) 


. User Selects product(s) to add to 
cart and then check out 


Maximising user conversion 


Both ultimately lead 
to conversion page 


=== Scale: Why TikTok chose its current markets 


à à : Affluent consumer base 

: High consumption power : : 

s : Heavy reliance on imported goods 

: Both English-speaking and European 

e Test ground for potential expansion into 
other affluent English-speaking countries 
(e.g. CA, AU, NZ) or Mainland Europe 


Competitors: amazon ebay © 
ST 


: Mature cross-border infrastructure 


: Largest TikTok user base 


: Mature cross-border infrastructure 
: Highest consumption power globally 


Spain & Brazil 


- Close proximity and similar 
; ecommerce logic to China (where 
- Launch of TikTok Shop (previously : : parent company ByteDance is located): ; 


: Political pressure from US establishments 
e Allowing small US businesses to make 


money from TikTok Shop could help : scheduled for mid-2023) postponed,  : TN Test ground d 
alleviate tensions because ofits Chinese — : ; With resources and manpower diverted : ; LUAM TES 
parentage : ; to the US and other core markets ; : 
rr ern tr eer Mei up 
Competitors: amazon ebay AliExpress Walmart+< . ud & p GI Shopee QP P 
: ' Competitors: © fibre Shopee amazon and maybe even 
amazon [= 
Source: Industry interviews; Momentum Works insights 25 
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=== Scale: $15 billion target GMV for Southeast Asia alone MA 


: To improve traction among users after initial lacklustre adoption and build market : 


T z UK pss 


: Launched Trendy Beat in some parts of UK to test viability of consignment model 


- Focusing heavily on cross-border sales from China, operating under a 


Other e KSA a model 


markets : 
- Currently actively onboarding cross border sellers from China 


: Plans to go big inthe US 


US Currently building up the supporting ecosystem ' 


- Potential plans to growth both marketplace and consignment models 2 


2023 GMV target 


1. TikTok established US warehouse partnerships with logistics companies; 2. Trademark application for “Trendy Beat" has been filed in May 2023. 
Source: Industry interviews; Momentum Works insights 
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=== Conversion: multiple customer entry points, and more MN 


TikTok Shop entry point 1: Short videos / live streams 
The addition of a marketplace came about as 


User watches . ; HL ] 
content, engages Both ultimately lead TikTok realised the limitations of relying solely on 
with video creators/ to checkout page short videos/live streaming: 
live stream hosts 
gee tena ad ies a MER. 1 There is a headroom cap towards the number 
Mg s uper s of product videos/live streams that can be 
Domu Ability to directly me ENAERE o . 
agalasiele 4 © TiKtok Shop guarantee 
bi checkout on 89 .. 7 pushed to users before it affects overall 
video/live stream Soler scout 585.00 > engagement and user experience 
y Bim HN m (remember: users come to TikTok for 
ser Message Optional » ï 
enters a4 TikTok Shop discount > entertainment); 
TikTok i i “ " dca 2) Merchants with limited or no content 
TikTok Shop entry point 2: "Shop" tab (marketplace) e vm 
ad = production/live streaming capabilities are 
Pree senis ben unable to sell effectively on TikTok, which 
Total $$14.99 
in 2022 a — limits the size of the seller base and product 


You saved S$3.80 


User explores “Shop” tab product aie offerings. 


offerings (search function, browse through 
homepage, read product reviews) 


Ultimately, the 2 entry points into TikTok Shop 
serve to complement each other to help increase 
the conversion rate of TikTok users. 


User selects product(s) to add to cart 
and then checks out 


27 


Source: Industry interviews; Momentum Works insights 
© Momentum Works 
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3. What are the key differences between 


TikTok Shop and other marketplaces? 


zx There are 4 key differences between TikTok Shop and other marketplaces Mal 


um Q (8 Googe @ $, 6 


of use 


Marketplaces need to constantly acquire users from 
differei nnels 


Ecommerce Traditional marketplaces 
platform: 


ez m 
Natural traffic Recommendation-based Content-driven No (payment & fulfillment) 
saving acquisition and retention costs rather than search-based content handling parties play key roles infrastructure (yet) 
Source: Industry interviews; Momentum Works insights 29 
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=== Natural traffic: saving acquisition and retention costs 


Marketplaces need to constantly acquire users from 
different channels 


09 
Customer O Goo le cn 
entry point \ | g 0 ffline ade 
Large user base 
with high duration 
of use 
Ecommerce Traditional marketplaces 
platforms A 
Laz TikTok 
Shopee Lazada Shop 


Source: Industry interviews; Momentum Works insights 
© Momentum Works 
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Ecommerce platforms dedicated a lot of 
costs towards customer acquisition and 
retention - because unless a platform 
becomes the default shopping option (top 
mind share) for consumers, it will need to 
invest in where the customers are (e.g. on 
Facebook, Google etc.). 


TikTok, as a social/content platform itself 
where hundreds of millions of users come 
for entertainment on a daily basis, does not 
have that problem. 


The issue it has, however, is how to 
allocate its massive consumer traffic. i.e. 
how much share of screens should be 
allocated to ecommerce, as opposed to 
advertising, entertainment or other use 
cases. 


30 


Recommendation-based: rather than search-based 


~80% of Douyin GMV is driven by recommended content 


Recommended 
Short videos 


Live streaming 


Searches 22% 


Sources of Douyin's GMV 
(% GMv)' 


1. During 2022's 11/11 shopping festival Source: Industry practitioners’ interviews; Momentum Works insights 
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Unlike traditional marketplaces where consumers search for 
products, TikToks ecommerce sales are primarily driven by 
pushing recommended content to users. 


This, however, presents a growth challenge / dilemma: too 
much ecommerce content relative to entertainment content 
will affect user experience. 


TikTok's introduction of "Shop" tab is a move to address this 
challenge (as highlighted on page 27). Thus far searches 
contribute to less than '/ of Douyin total GMV, which is not 
insignificant by itself. 


Whether this ratio will grow further depends on the strategic 
and operational choices of Douyin, as well as the evolving 
competitive landscape: Taobao has invested successfully in 
live commerce, while Meituan is diving deep into live this year. 


With this, we are observing a convergence in strategies: 
marketplaces expanding into content (i.e.: live streaming) and 
TikTok expanding into marketplaces. 


31 


Content-driven: content handling parties play key roles (1/3) 


Platform 


Cun lu, ^ | 
Supply end 


TikTok 
Shop 


Creator toolkit, 
Content 
revenue 


Matching 


Direct engagement, commission Creators Content 
of brands 


ooo” 


Collaboration, 
management 


ulti Channel Networks (MCNs 


Enablers & 


Direct engagement, GaaCommerce SHOPLINE mer 


payment for service 
et. REX 
-———————— PONGO C) Jet Commerce zzlbe- 


Services (eg: 
marketing, live stream) 


Work with TikTok to offer various services to sellers, manufacturers, 
brands for them to sell more effectively through TikTok Shop. Some 


also assist/manage creators on TikTok 


Note: Illustrative and non-exhaustive examples Source: TikTok Shop Partner Centre; Momentum Works Insights 
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Demand end 
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=== Content-driven: Creators form the backbone (2/3) 


Estimated GMV generated by top TikTok Shop creators in 2023 H1 (in million USD) 


> 98% of products sold 
are from Beauty & 
Personal care category 


3 The only top 10 
creator not from 
Indonesia 


Racun Skincare 
irwafebbryana Low Budget Skin Glow Up Superb Robi Bois Alicenorin Sovella-Katalog Ig:nrizputri 


Skintific 
Indonesia 


5^oo020'sQ0o0o^-:- 


Source: FastData; Momentum Works insights 
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TikTok’s creator community is 
made up of people froma 
multitude of backgrounds such as 
influencers, hosts under MCNs, 
brands/shops and more. 


Worth noting that live streaming is 
actually a tough (and tiring) job - try 
talking to the camera for an hour. 


While brands have the option to let 
their internal teams run the full 
content production(a method used 
by some brands operating on 
Douyin), they more often 
collaborate with influencers and 
hosts (from MCNs) to promote and 
sell their products on TikTok. 
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zw Content-driven: MCNs/enablers link creators, brands, and the platform (3/3) MA 


@ MCNs (Multi-Channel Networks) e Enablers 
Incubate and manage content creators / KOLs / celebrities; Manage brands / companies / sellers; 
Offer assistance in areas such as training, content promotion, Offer assistance in areas such as shop management, marketing 
brand partner management, audience management, sourcing of and promotions, fulfillment, customer service etc. 


quality and desired products at competitive prices etc. 
Some of them evolved into the Software-as-a-Service model 
instead of running heavy operations themselves 


Koyo PB Eb 


Qacommerce SHOPLINE 


: C) Jet Commerce | HiGOOD | 


U liveologv relay.club 


MoGo  XVZONE 
b 


Cs star 4 
ngage 
GiMmedia Sdn Bhd Creator Relationship Management 


The boundary between enablers and MCNs is starting to merge. 
Some are doing both as brands/manufacturers find it troublesome to work with different parties. 


Source: Industry interviews; Momentum Works insights 
© Momentum Works 


== No(payment & fulfillment) infrastructure (yet) 


Shopee has built large array of ecommerce (and ancillary) infrastructure 


Payment BNPL 
ShopeePay Wshopee 
Digital 
financial 
services Cash loans Digital bank 
To SPinjam (s) SeaBank 


Handles 35-40% 


pem 
Sh op ee XPRESS of Shopees orders 


Logistics 


Source: Industry interviews; Momentum Works insights 
© Momentum Works 
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Incumbent ecommerce platforms like Shopee have the 
structural advantage of owning consumers’ mindshare 
in ecommerce. They have also had a headstart in 
building in-house logistics and payment capabilities. 


At scale, in-house logistics / payment provides strong 
negotiation power to squeeze on the costs paid to third 
party partners. This not only provides cost advantages, 
but also forms a significant defensive moat. 


TikTok must have recognised this and will take steps to 
address it. The recent Reuters report on TikTok 
attempting to acquire a payment licence in Indonesia 
is one of the initiatives in this direction. It might want to 
acquire or invest in a logistics company in Southeast 
Asia at some point in time (not many options available). 


That said, TikTok’s immediate priorities will still be to 
scale and conversion, as highlighted on page 24. 
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4. What product categories sell well 


on TikTok? 


=== Some categories are more suitable for TikTok Shop than traditional marketplaces Mal 


Non-standardised products (e.g.: fashion and accessories) are more commonly bought on TikTok 
as compared to standardised products (e.g. electronics) ' 


Beauty & Personal care FMCG Electronics Fashion & accessories Home & living 


Presence Very strong offline presence Strong offline presence; Strong offline (at Strong online presence(#1 Strong online presence 
but TikTok is disrupting, at intense competition on experiential centres) and category by GMV on (#2 category by GMV on 
least in top tier cities online marketplaces (many online presence (#1 Shopee) and Shopee) 

brands and distributors category by GMV on Lazada  vertically-focused 

selling similar products, no platforms (e.g.: SHEIN) 

pricing differentiation) because of selection 
complexity 


TikTok 
friendly? 
Prod. demo 


Ecommerce in Southeast Asia 
-areport by Momentum Works 


1. "Standard products" is a Chinese industry term referring to goods that are produced according to government standard catalogues - including electronics and mobile phones; 
“non-standard products”, in contrast, refers to goods that vary greatly according to needs - including fashion, shoes etc.). Source: Industry interviews; Momentum Works insights 37 
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The video format makes it easier for certain product categories to sell on TikTok MN 


Category distribution of the top 20 best selling products (2023 H1)' 


Toys & Hobbies 
Home & Living 


Mobile & Electronics 
Food & Beverage 


Women's fashion 


Beauty & Personal Care 


By units sold By GMV 


TikTok’s video format makes it possible for sellers/KOLs to 
showcase their products through realistic product 
demonstrations, especially in livestreams where the 
demonstrations are done in real time. 


Categories in which product demonstrations can be 
produced in visually appealing or interesting formats and 
can be easily replicated on a large scale would likely have 
a better reach and conversion rate. 


Case in point- beauty & personal care products are 
extremely popular as product demonstrations can come in 
multiple interesting formats (e.g: makeup tutorials, 
skincare routines etc.) while accurately showcasing the 
products' functionalities. Moreover, these types of 
content are relatively easy to produce - content creators 
can readily film themselves using the products since 
beauty and personal care products are already a big part of 
most peoples daily routines. 


1. Data is calculated based on grouping the top 20 best selling products in TikTok Shop's existing markets (UK, US, ID, TH, PH, VN, MY) into their respective product categories 


Source: FastData; Momentum Works Insights 
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5. Would American consumers watch 


videos and buy things? 


=== US market presents a huge opportunity for TikTok Shop Mal] 


US hosts TikTok’s largest MAU base globally, 
and its GDP/capita is 16x that of Indonesia Given its highly affluent and active user base, the 


: US market could potentially be a much bigger 
US Indonesia 
market for TikTok Shop in the future and help 


TikTok unlock greater commercial opportunities 
than all the Southeast Asian markets combined, if 
they play their cards right. 

GDP per capita 

(2022) . , ; 
Also, as mentioned earlier, TikToks ecommerce 
play in the US could also be strategic, creating 
more opportunities for businesses in the US and 
thus alleviating the political pressure on TikTok asa 
"Chinese-owned" content platform. 


However, the question lies in whether TikTok is able 
Population Sin [ ssm |) 275M to convince American consumers to shop with 
them, and deliver a good fulfillment experience 


Monthly Active Users (which Amazon took decades to build). 


MAU 


Ave. daily time spent 
(mins) 


Source: World Bank; TikTok; Data.ai; Industry interviews; Momentum Works insights 


: 
Hu © 
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American consumers do not have the habit of watching videos and buying things? 


Chinese consumers are more used to buying things via live / video 


Taobao incorporated live onto its 
marketplace since 2016; Live is 


featured prominently on Taobao homepage 


PILCE em @ Esa 
22 y 
L—mnà 


UAR OT Es) 
GI Gm = 
| 310. 330. è 
|- ma =) 


i= Bie Am 


CCEEFTTITS 


[CFELTEELLELER A 


gu d 


Amami 


Taobao Live Gis: 


TY eK E TZ PI ^ 
#382 eO s LesleyJJ: S43 PR 


KAH 


eum E7 i —A—D: ASHER 
offer 


11/11 shopping festival in China 


Source: Industry interviews; Momentum Works insights 
© Momentum Works 


Offline shopping festivals are still big in the US 


Many believe live commerce might not 
succeed in the US due to the perception that 
American consumers aren't accustomed to 
shopping through videos. 


However, remember that before 2007, nobody 
would tell you they wanted an iPhone because 
no one knew that an iPod and a phone can be 
put into one device? 


In the next few slides, we discuss whether 
TikTok ecommerce will work in the US, 

what are the factors that enabled live 
commerce to take off in China, which of 
these factors will be applicable in the US, and 
what are the learnings we can take from 
Chinas live commerce development. 


MN 
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x In China, live commerce has gained meaningful scale over the years 


Live commerce GMV (USS B) 


Douyin launched 

ecommerce, working Pandemic accelerated 
with árd party live commerce adoption 
marketplaces' 

Douyin “all in ecommerce” 
- blocked 3rd party 
marketplace links 


Taobao Live KOLs 
become phenomenal í 
Austin Lee (FF 9 


500 y 
400 
300 


200 


100 


2018 2019 2020 


1. Consumers can checkout directly / are redirected to 3rd party marketplaces Taobao, JD 2. Austin Lee is China's top live commerce host that managed to sell USS2.9b worth of goods within one single session 
Douyin App in March 2022. 4. Live commerce GMV (which consists of Douyin, Kuaishou and Taobao Live) as a % of total ecommerce GMV (which consists of Taobao & Tmall, Pinduoduo, JD, Douyin, Kuaishou) 


Source: Press search; Crunchbase; Momentum Works research & insights 
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Douyin announced 
strong push of Douyin 


Mall (FHE RII) 
v 


~20% of 


ecommerce GMV^ 


2022 


3. Added Douyin Mall in the homepage of 
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Some factors enabling live commerce's take off in China are also present in the US Mal 


These factors are also applicable in the US 


No a 


= 
na. 


Um Alas 
e Established ecommerce habit e Large group of brands and sellers e Established habit of producing, 
and infrastructure (payment, logistics) seeking cheaper traffic beyond watching (and paying for) live streams 
marketplaces even before ecommerce! 


! 
In US: brands commonly use brand.com 


1. With decent tech capabilities (no glitch) trained hosts and consumers who are willing to pay (e.g.: tipping) Source: Industry interviews; Momentum Works insights 
© Momentum Works 
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== While other factors are thus far more unique to China Mal] 


Might not be because it can't be done outside China, but no one has done it yet 


0O Pool of trained live commerce hosts @ Ecosystem of MCNs to incubate, train Q Platforms' commitment to make 
thanks to Taobaos early foray into live and source competitive products for live commerce work, driven by intense 
commerce hosts competition 
! $ 
In US: Large pool of live stream hosts but most are In US: MCNs primarily organise and distribute In US: Facebook and YouTube have made live 
not doing live commerce, while live commerce hosts user-generated content possible, but not been provisioning the full set 
are often untrained (no sourcing of goods) of tools 


1. With decent tech capabilities (no glitch), trained hosts and consumers who are willing to pay (e.g.: tipping) Source: Industry interviews; Momentum Works insights 
© Momentum Works 


44 


zm Ultimately, video commerce is not that alien to American consumers MN 


Live commerce is basically TV shopping, something which 
many Americans are already familiar with, but online and with 
more real time conversion capabilities. 


The habit of watching videos and buying things is actually not new to 
Americans, especially among those from the older generations. 
Popularised in the US in the 1980s, the concept of home shopping 
through dedicated TV channels has been around for almost 40 years 
and was once a multibillion-dollar industry. 


TV shopping channel today 
TV shopping channels operate similarly to live commerce held on 


a) 8 sene co platforms like TikTok, and also rely heavily on hosts (often with 
«suo » celebrities or product experts in the mix)to present and sell 
ona) products. While orders were originally placed only via telephone (a 
$22.98 tok kkk " ; I — : " F 
desta $2500 sorz labour-intensive process with more friction in conversion), online 
l Price Details > 
TV demo P ordering via links is now added into the TV shopping business model 
embedded E LL JN to compete with ecommerce platforms like Amazon. 
in product 
page d , s : "T . 
as With a general decline in TV consumption and arise in streaming 
pom services and online entertainment, it would probably take some 
= Add To Cart = Speed Buy . . ege . 
Preece ee may cantain expired pg ec cim ramet fer ERES time for older Americans to become re-familiarised and for 
Promotional Offers younger Americans to develop the habit of watching videos and 


buying things (now hosted on a brand new platform), a process that 
could be accelerated by having a developed ecosystem supporting 


the live commerce industry. 
Source: Industry interviews; Momentum Works insights 45 
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TV shopping channel moving into ecommerce while 
still retaining its offline TV elements 


6. How can TikTok build its ecosystem? 
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How can TikTok build an ecosystem, drawing learnings from Douyin 


China has a highly sophisticated live commerce ecosystem 


Commision 


— Platforms 
Advertisement El -i 
(= 
Supply 
Traffic | | Content 
Commission ^." tt ttttttte enhn 
— 3 | Live commerce 
Í MCNs hosts 
Content . 
Lo | 


Live commerce in Southeast 
Asia - a report by Momentum 
Works 


Source: Industry interviews; Momentum Works insights 
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Recommendation 
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<— 
Payment 


Demand 
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In China, Douyin ecommerce has achieved 
meaningful scale, surpassing > USS 200B 
GMV since its launch in 2018. 


There are some learnings that TikTok can 
learn from Douyin's experience in order to 
develop a localised strategy. 


In the next slide, we will explore how Douyin 
built its ecosystem of supply, demand, 
MCNs and live commerce hosts to improve 
conversion in the early days of its 
ecommerce development. 


However, ultimately, it comes down to the 
ability to put in consistent efforts and 
investment before it bears fruit. 
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Douyin focuses on a few key areas (other than promotions) to improve conversion 


Build supply e Strengthen content 


d ssca 
S reum 


ien 


N i HEURESETS 
Bubble * water gun and mini kitchen set (which you can cook real food) on Douyin Douyin Partners offline event 
As major sellers and brands are already established on Taobao As hosts' popularity and followings are key to driving live 
and Tmall, Douyin entered the market with unbranded, commerce sales, Douyin has fostered partnerships between 
'gimmicky' /differentiated products. The initial traction helped brands and MCNs (which incubate, train and source 
to attract domestic brands, and subsequently, established / competitive products for hosts). 


international brands. 


Ultimately, a developed ecosystem will encourage positive self-reinforcing growth: 
better sales will attract more sellers to join and offer attractive deals, which will attract more consumers. 


Source: Industry interviews; Momentum Works insights 


© Momentum Works 


MN 


48 


pr | MOMENTUM 


Momentum Works 2023. All rights reserved. The material 
contained in this document is the exclusive property of 
Momentum Works. Any reliance on such material is made at the 
users’ own risk. 


== Global ecommerce landscape is being disrupted by the trio 


MN 


TikTok Shop, Temu and SHEIN, while competing against each other, are collectively disrupting the global ecommerce order 


i? TikTOK Sho 


ik I 2 UkTOKSHo pHapggaLokal 


TikTok Shop's ambitious target of 
reaching US$ 20B GMV in 2023 


1. Temu has expanded into 54 countries as of 10 Aug 2023 
Source: Industry interviews; Momentum Works insights 
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ca Temu GMV estimates (in US$ m) 


1000 
340x 
growth 

750 

500 

250 

USisits 
ens El E 
0 sea 


Sep-22 Oct-22 Nov-22 Dec-22 Jan-23 Feb-23  Mar-23 Apr-23 May-23 Jun-23 


Temu's aggressive growth and global 
expansion! 


* For more, refer to: 


Who is Temu? - a report 
under Momentum Works’ =a 
company anatomy series 


ANKER ANKERDIRECT sme 205 Produc 
Store Rating: 492 > 


SortBy Recommend 
Electronics 


SHEIN expanding from fashion retailer 
into a general marketplace 


Who is SHEIN? - a report 
under Momentum Works’ 
company anatomy series 
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zx Will TikTok Shop expand into new markets? MN 


4 
T5 


E TikTok Shop's existing markets 


E Potential new markets 


While TikTok is currently focused on growing its ecommerce scale in existing markets, the company is “continuing to elevate opportunities for 
further international expansion". Above are a few markets we believe might be under their radar, based on TikTok's popularity, consumer 
behaviour, ecommerce infrastructure and competitive landscape in respective markets. 


Source: FastData; Industry interviews; Momentum Works insights 5] 
© Momentum Works 


Change is the only constant 


When Alibaba & JD dominated ecommerce in China in 2016, 
everyone thought it was the end - it wasn't 


China ecommerce market share by GMV 


JD.com 


E) C263 


«p. . 
RKS Pinduoduo 


SA 


35) Taobao 


Tmall 


ria 
^ &t 


2016 2017 2018 2019 


Source: Industry interviews; Momentum Works insights 
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Whether TikTok Shop is a threat to incumbent 
platforms might not be a standalone question at 
all. The bigger narrative is that in ecommerce, 
where leading players seem to have a network 
effect and structural advantage, disruption can 
still happen. 


We can argue that Shopees displacement of 
Lazada from Southeast Asia's top spot was 
because the market was in such an early stage 
that nothing was set. Nonetheless, in a market 
deemed as mature as China in 2017, Pinduoduo, 
Douyin and Kuaishou still succeeded in 
challenging the Alibaba-JD duopoly. 


In Southeast Asia, where the capabilities gap 
between leading players (Shopee & Lazada) and 
TikTok Shop is smaller as compared to China, the 


incumbents should remain focused and vigilant. 


As while they have some structural advantages 
and TikTok is seemingly chaotic, the latter is and 
can continue to be a faster learner. 
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=== Conclusion and perspectives Mal 


How will TikTok hit its $ 20B GMV target for 2023? 


Starting from zero barely two years ago, TikTok Shop has established itself as a meaningful ecommerce platform in Southeast Asia, achieving a 
total of GMV USS4.4 billion across all six major markets in the region in 2022. 


Many ecommerce and retail veterans voiced out their scepticism of TikTok’s USS20 billion global target. However, judging from the traction we 
have seen from different data points on the ground - at least in Southeast Asia they are on track for the 1st half of the year. There are a lot of 
challenges and some organisational issues along the way, but as mentioned in this report, the efforts to keep improving the conversion continue. 
The leadership might have diverted some attention to the US market, but the commitment to existing markets seems to be unwavering. We do 
not yet see any internal or external factors that might lead the company to change course, or focus. 


Is TikTok Shop sustainable? 


Another question is - sure $20B, but what is the long term? Would TikTok Shop eventually overtake incumbent players in each market they are in? 
Will they make money? 


As we have learnt over the years, ecommerce platform is a game of building an ecosystem and an efficient flywheel. TikTok Shop has a natural 
advantage of customer traffic and leadership commitment to allocate a good portion of the traffic to ecommerce (as opposed to advertising). As 
TikTok Shop scales and start to gain more leverage over the payment/fulfilment infrastructure, it can and should be able to become a profitable 
business in the major markets it operates in. Shopee has already shown the way that even in Southeast Asia, with relatively lower consumption 
power compared to developed markets, profit is possible. 


We cant, however, predict how big TikTok Shop's eventual volume or market share in its major markets will be - that will depend on multiple factors 
including TikTok Shop's own continuous commitment and organisational evolution, as well as external factors in politics, geopolitics, 
competitive response and of course, global economic conditions. 


Interesting times! 
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Access to all our reports: insights. momentum.asia 


Engage Momentum Academy for immersive learning experiences 
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tech insights and experience 
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Sip Innovate Repeat innovation China Digital Leadership academy@mworks.asia 
workshop immersion 
Infuse customer centricity of Luckin, Starbucks, Experience cutting edge business innovations, 
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